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HIGHLIGHTS AND 


FINANCIAL 


APPOINTMENTS 


» Dr. André de Villers, CEO of Theratechnologies, is appointed 
member of Rx&D' Board of Directors and Chairman of its 
Biopharmaceutical Companies Committee (external) 

- Ela Borenstein, Vice President, Regulatory and 
Clinical Affairs 

« Eckhardt S. Ferdinandi, Vice President, Research 

- Pierre Perazzelli, Vice President, Operations 


THERAPEUTIC PEPTIDES 


+ First of two Phase Il clinical trials begins for age-related 
sleep disorders. 

- Health Canada approves IND to proceed with Phase II 
clinical trial for hip fractures. 

* Phase Il clinical trial begins for chronic obstructive 
pulmonary disease (COPD). 

« U.S. patent is filed on LAP, a method for optimizing 
therapeutic peptides. 


CELL THERAPY 


« Promising interim results on the purging process of 
chronic myeloid leukemia (CML) cells are presented at 
the American Society of Hematology. 


INFORMATION 


* Pivotal clinical trial is initiated for non-Hodgkin's 
lymphoma (NHL) in Canada. 

* Preclinical trials begin on graft-versus-host disease (GVHD) 
at Maisonneuve-Rosemont Hospital and Duke University. 


FINANCIAL ACTIVITIES 


* Various equity financings for a total of $43.6 million. 

> Acquisition of Pharma-G and its unique peptide 
discovery platform. 

- Payment to shareholders of a special dividend 
in the form of shares of Ecopia BioSciences. 

« Ecopia is listed on the Toronto Stock Exchange. 

« Theratechnologies is included in the TSE 300 Composite 
and S&P/TSE Canadian SmallCap Index. 

« Analyst coverage is increased to five. 

« Andromed is listed on the Montreal Stock Exchange. 


LICENSING AGREEMENT 


* Second licensing agreement with B.A.G. Tech on in vivo 
applications of platelet-derived growth factor cocktail. 


' Canada’s Research-Based Pharmaceutical Companies 


FINANCIAL INFORMATION 


Consolidated statements of earnings 
Years ended November 30 


(in thousands of dollars, except per share amounts) 


Revenues 
Research and development expenditures, 
before tax credits and grants 
Loss before gain on investment in Ecopia BioSciences 
Net earnings (loss) 
Loss per share before gain on investment in Ecopia 
Earnings (loss) per share 
Weighted average number of shares outstanding (in thousands) 


Consolidated balance sheet 
As at November 30. 


(in thousands of dollars) 


Cash position (cash, cash equivalents and bonds) 
Tax credits and grants receivable 

Investments in Ecopia 

Total assets 

Long-term debt 

Warrants 

Capital stock and warrants 

Shareholders’ equity 


At February 28, 2001 
Shares outstanding: 27.5 million 
Market float: 25.3 million 


2000 1999 1998 
7 

S$ 3,682 S92,492 S 1,766 
$ 6,481 S CURA S 4,446 
S (7,738) S (4,914) S (5,146) 
S 5,794 S (4,882) S (5,146) 
S (0.31) Se 0124) S (0.28) 
S$ 0.24 S (0.24) S (0.28) 

24,615 20,700 18,348 

2000 1999 1998 
$ 55,110 See 232 S 15,909 
S$ 1,843 S 1,109 S 1,045 
S$ 84,428 S 27,067 S 19,085 
— : — S$ Zi 
S$ 20,925 S —_ > — 
$106,367 S 58,275 S 44,703 
$ 59,160 S 24,940 S 16,760 
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Innovation has been the cornerstone of our success from day one. 
Our two platform technologies target a broad range of indications 
addressing large unmet medical needs. We are charting new 
territory with our first long acting therapeutic peptide, ThGRF, 
now in Phase Il clinical trials, in indications such as age-related 
conditions and sleep disorders. We are confident that this 
technology will dramatically improve the quality of life and 
increase the autonomy of patients. Our second platform, 
Theralux™, which is based on the ex vivo photodynamic purging 
of diseased cells, could be a powerful tool in cell therapy for 
cancer and certain diseases of the immune system. 


Drawing from the expertise we have acquired over the years 

in the development of peptides such as the growth hormone- 
releasing factor analogue, ThGRF, we broadened our program 

in 2000 to include an innovative technology, LAP (long acting 
peptides), a patented approach designed to prolong the duration 
of action and efficacy of peptides, while increasing their 
bioavailability and specificity. In another strategic move, we 
acquired an exciting platform called ExoPep, a technology 
enabling the rapid discovery of new peptides that interact with 
cell receptors. 


A. Jean de Grandpré 


Chairman of the Board 


Oe: 


André de Villers, M.D. 
President and Chief Executive Officer 


Luc Villeneuve, Ph.D. 
Senior Scientific Advisor 


Thierry Abribat, Ph.D. 
Director, Scientific and Business 
Development, Peptides 


Through various financing activities, we demonstrated our ability to raise equity to advance our 
clinical development program. In addition, Ecopia, our bacterial genomics affiliate, became public 
by way of a special dividend which we distributed in the form of shares to our shareholders, 
allowing them to participate in the success of a promising new player in the field of genomics. 

In yet another important financial event, Theratechnologies was included in the TSE 300 Index. 


Our scientific team’s disciplined approach to the science at hand was evident throughout the 


year, as five IND (Investigational New Drug) applications in our two core programs were filed 
with Health Canada and subsequently approved, fulfilling a commitment made early in the year 
to accelerate our clinical development schedule. 


We are a committed company. We believe that the future and success of our industry depend 
to a large extent on companies such as ours who can create opportunities for growth through 
exchange and collaboration between governments, universities, and financial institutions. We 
sincerely hope that our involvement with Canada’s Research-Based Pharmaceutical Companies 
(Rx&D) will help bring our biopharmaceutical companies together as one on this important issue. 
This synergy is essential in the pursuit of our common goal, to develop quality healthcare 
products that will touch the lives of people the world over. 


We are building the future. With these values, we have built a strong company with a deep and 
well-balanced clinical development pipeline offering tremendous potential on a mid-term basis, as 
well as a promising preclinical program for the long term. 


Our goal is to become a top-tier biopharmaceutical company with two strong platform programs 
focusing on powerful regenerative technologies: therapeutic peptides addressing multiple 
applications for a growing segment of the world population, on one hand, and cell therapy using 
our Theralux™ process to address a broad array of indications in the fields of cancer and 
autoimmune diseases, on the other. Building on our strength and expertise in these areas, 

we plan to continue to nurture and develop our pipeline in order to address large unmet needs, 
with truly physiological, safe and innovative technologies. Finally, through alliances and 
acquisitions, we aim to build on a longer term, an integrated company with the capacity to 
develop, manufacture and commercialize products for the worldwide market. 


We have what it takes. We have the values, the products, the team and the access to the 
financial resources required to build a highly successful and profitable biopharmaceutical 
company. We invite you, our shareholders and our supporters, to join us as we move forward. 


Miitbiffe- 


André de Villers, M.D. A. Jean de Grandpré, C.C., O.C. 
President and Chief Executive Officer Chairman of the Board 


March 19, 2001 


cELL THERAPY 


Theralux™ is a modern and versatile 


photodynamic treatment device. 

lts ease of use, interchangeable 

light source and treatment surface 
equipped with an agitation system, 
make it both sophisticated and 
convivial. Designed to activate, among 
other things, photosensitive agent 
TH 9402, this photodynamic process 
allows for the selective eradication 
of malignant or alloreactive cells, 
while preserving an adequate 


proportion of healthy cells. 


The therapeutic power of 
"s own cells 


EVENTUAL CURE OF A HOST OF DISEASES. 


At Theratechnologies, we have focused for many years on 

the development of a noninvasive ex vivo therapeutic approach 
that uses a cancer patient's own stem cells to allow for bone 
marrow recovery. We have gained extensive expertise in this 
field and have reported our progress in journals and scientific 
presentations, earning recognition from the scientific community. 


Our cell therapy process, called Theralux™, is classified as a 
medical device in Canada and is currently in clinical trials for two 
forms of cancer affecting bone marrow, chronic myeloid leukemia 
(CML) and non-Hodgkin's lymphoma (NHL). We are closely 
tracking our progress in this area and are considering adding other 
cancer indications to our clinical development program. Based on 
laboratory findings, we are proceeding with preclinical investigations 
in order to determine the potential of our platform technology for 
the treatment of diseases of the immune system. 


How Theralux™ works. Bone marrow produces various components of the blood and immune 
system. Cancer patients who have undergone high dose chemotherapy receive a bone marrow 
graft from a compatible donor in order to restore normal bone marrow function; these patients 
are exposed to a serious complication, observed in transplantations from a donor, known as 
graft-versus-host disease (GvHD). However, 70% of patients cannot find a compatible donor. 
Theralux™ can be used in either situation, namely to eradicate activated T-cells causing GvHD in 
the case of allo-transplant (from a donor) or eliminate cancer cells withdrawn from blood taken 
from a patient and then reinjected (autologous graft). Indeed, our ex vivo process, Theralux™, 
is designed to restore the normal function of bone marrow in patients who have undergone 
chemotherapy. The Theralux™ process consists of treating cells with photosensitive molecule 
TH 9402 and a light source which we have developed, in order to eradicate the diseased 

cells, while preserving an adequate number of healthy cells. Once the undesirable cells have 
been purged, the healthy cells are infused into the patient who meanwhile has undergone 
chemotherapy treatments. 


Promising interim results. Our Phase I/II clinical trial for chronic myeloid leukemia is advancing at 
Maisonneuve-Rosemont Hospital in Montreal. The team of clinicians, headed by Dr. Denis Claude Roy, 
a renowned hematologist, presented promising interim results at the American Society of Hematology 
(ASH) annual meeting held in San Francisco, as well as results of ongoing preclinical work. 


This trial was initiated on the basis of preclinical studies where our system was found capable of 
eliminating 99.999% of the K562 CML cell line, and 99% of patient leukemia cells. 


To date, 16 CML patients have undergone autologous transplants. As the intensity of photodynamic 
treatment increases in the protocol, there is a corresponding increase in the efficacy of the 
procedure to eliminate leukemia cells. At this time, the total overall survival is 82% at a median 
follow-up of 15 months, with four patients in complete cytogenetic remission, including two in 
molecular remission. These preliminary results indicate that photodynamic treatment of grafts 
from CML patients eliminates high levels of CML cells and allows complete and durable 
engraftment, showing encouraging survival in high-risk patients. In view of these favourable 
results with patients who otherwise did not respond to standard treatments, we are pursuing our 
dose-escalating trial and, if our results are confirmed, we look forward to initiating in due course 


a multi-centre pivotal trial. 


Non-Hodgkin's lymphoma. Dr. Roy and his team also presented results of preclinical work on 
photodynamic therapy of B-lineage non-Hodgkin's lymphoma (NHL and chronic lymphocytic leukemia 
(CLD. In both cases, it was found that the Theralux™ process can eliminate several logs (over 99.9%) 
of B-lineage NHL and CLL cells, while preserving normal progenitors for engraftment. 


As previously announced under our accelerated clinical development program and in light of 
favourable results obtained so far, we filed an IND (Investigational New Drug) application in 
August 2000 in order to extend our Theralux™ platform to non-Hodgkin's lymphoma. 


Autoimmune disorders 


In January, 2001, the first patient was enrolled in a pivotal clinical 
trial at Maisonneuve-Rosemont Hospital. This patient was 
successfully engrafted and transplanted. The objective of this 
trial, involving 28 patients, is to determine safety and efficacy 
of Theralux™ in purging cancerous cells in patients with NHL. 
Preparations are underway to extend this NHL trial to other 
medical centres in Canada. 


Non-Hodgkin's lymphoma is one of several cancers originating in the . 
lymphatic system. It occurs when a lymphocyte, a white blood cell, 
undergoes a malignant change and begins to multiply, eventually 
crowding out healthy cells and creating tumors which enlarge 
lymph nodes. According to statistics, some 296,000 people 

are living with non-Hodgkin's lymphoma in the US, while some 
25,000 die of this disease annually. 


The immune system link. Laboratory studies carried out in 1999 


indicated that activated T-cells can be selectively eliminated, 
without affecting other inactivated cells. This important discovery led 
us to file a US patent application in order to expand our intellectual 
property protection accordingly. We also launched preclinical 
studies in 2000 at Maisonneuve-Rosemont Hospital in Montreal 


and at the Duke University Medical Center, in North Carolina, 
where Dr. Nelson Chao, a recognized expert in stem cells, is 
conducting preclinical studies in regard to graft-versus-host 
disease (GVHD). Depending on the results of this study, we will 
file an IND application in 2001 in order to proceed with a clinical 
trial in this third indication. 


In our view, cell therapy could provide solutions to many indications 
for which there are currently large unmet needs. Based on the cutting 
edge knowledge and expertise we have gained in this field over the 
years and the unique and innovative technology we have developed 
to address cell therapy needs, we believe Theratechnologies can 
become a global player in this exciting area of the industry. 


Product Preclinical Phase I/Il Pivotal 
and indications 
Theralux™ 

CML 

NHL 

GvHD 


THERAPEUTIC 
PEPTIDES 


A physiological approach 


to regeneration 


New peptide 
design 
ExoPep ; 


Natural peptides _ 
ex: GRF 


Peptide selection 


Peptide stabilization — oo 
LAP dong acting peptides) ex: ThGRF 


Other technologies 


I 


Preclinical and clinical development, 
and manufacturing 


HERATECHNOLOGIES IS PAVING THE WAY FOR THE FUTURE WITH ITS 
PEPTIDE PROGRAM. PROTEINS AND PEPTIDES, COMPOUNDS THAT ARE 
NATURALLY INVOLVED IN THE CELL AND TISSUE REGENERATION PROCESS, 
WILL PROVIDE THE BASIS FOR THE NEXT GENERATION OF THERAPEUTIC 
PRODUCTS. THESE HIGHLY SPECIFIC MOLECULES ARE EFFICACIOUS 
AT VERY LOW DOSES, AND THUS REDUCE THE RISK OF TOXICITY AND 
SIDE-EFFECTS. THERATECHNOLOGIES' PEPTIDE APPROACH IS CONSISTENT 
WITH ITS PRIORITY: TO DEVELOP SAFE PRODUCTS. 


Selecting peptides. Nature provides the best possible source of 
bioactive proteins and peptides offering therapeutic potential. In 2000, 
Theratechnologies acquired ExoPep, a technological platform for the 
rational design of peptides that are antagonists of receptors involved in 
several physiological functions. 


Stabilizing peptides. Despite their significant potential, peptides present 

a major problem as therapeutic compounds: they are highly sophisticated, 
yet they are unstable in serum and hence often incompatible for clinical 
use. Theratechnologies has developed a unique approach that remedies 
this problem, called LAP (long acting peptides). This peptide stabilization 
technology increases the resistance of peptides by coupling them with a 
fatty acid, while preserving the natural amino acid sequence. The result is a 
much more stable product that offers greater clinical efficacy, and presents 
an excellent specificity and safety profile. 


New stabilized peptides derived from natural peptides or the ExoPep 
platform and targeting cell and tissue regeneration indications, will be 
added to Theratechnologies’ portfolio and could be developed in future 


clinical trials. 


approach and regenerative 
potential, THGRF could: 
have:a dramatic and 


quality of life of patients 
in the coming years. 


Autonomy is key to the 
quality of life of aging 
individuals. 


Statistics show that hip 
fractures have a highly 
devastating effect with 

a mortality rate after one 
year at 12% to 20% over 
the norm. Among those 
who survive, 50% require 
long-term care. Over 
250,000 Americans 
suffered a hip fracture 
last year. 


COPD affects some 

16 million Americans 

and is the fourth leading 
cause of death in the US. 


With age, a good night's 
sleep often becomes a 
rare commodity. 


According to statistics, 
sleep disorders affect 

a total of 58 million 
people aged 55 and over 
in North America, Europe 
and Japan. 


It is well known that growth hormone (GH), through its action on IGF-1 (insulin-like growth factor) 
secretion, maintains anabolic integrity, namely muscle mass, bone mass and protein synthesis 

in adults. However, during normal aging, GH secretion falls progressively. Consequently, IGF-1 

levels in the elderly are only half as high as those in young adults. In parallel to these age-related 
endocrine changes, modifications in body composition occur, including fat deposition, muscle loss, 
bone demineralization and skin thinning. Both the immune reaction and the capacity of tissue 
reconstruction are altered in aging and therefore the body is less resistant to injury and disease. 
GH is known to act on the immune system, and both GH and IGF-1 have been shown to stimulate 
protein synthesis and tissue regeneration in various models of wound, muscle and bone healing. 


A safe and effective alternative. Theratechnologies has developed a long acting peptide, 
ThGRF, which is a growth hormone-releasing factor analogue. The Company has acquired strong 
scientific data confirming ThGRF’s potential in a variety of indications. Indeed, a Phase 1b clinical 
trial conducted in 1999 demonstrated conclusively that ThGRF can double IGF-1 levels in only 

a few days, and just as importantly, that its side-effect profile is comparable to that of placebo. 
In our opinion, ThGRF could be viewed as a safe and effective alternative for the treatment of 


muscle wasting conditions, which are observed in chronic obstructive pulmonary disease (COPD), 


hip fractures and the frail elderly. 


In 2000, we accelerated the clinical development program for ThGRF and filed several IND 
(Investigational New Drug) applications in order to conduct concurrent Phase Il clinical trials in 
2001 in muscle wasting indications, namely COPD and hip fractures. Another IND application 
will be filed later this year to begin a Phase Il trial in the frail elderly. The COPD trial was launched 
recently with the purpose of assessing safety and efficacy of ThGRF. Our specific objective in 
this study is to improve the exercise endurance, muscle function and quality of life of patients. 
As for the hip fracture trial, which is set to begin in the second quarter, the primary objectives 
will consist of assessing functional recovery in patients following hip replacement surgery. 


Sleep disorders, a new opportunity. Besides its classic effect on GH and IGF-1 secretion, the 
growth hormone-releasing factor (GRF) is known to play a key role in normal sleep regulation. 
Indeed, GRF is the main physiological inducer of slow-wave sleep (SWS), the deepest and most 
regenerative part of sleep. As early as mid-life, slow-wave sleep is known to decrease markedly, 
only to be replaced by a lighter sleep. 


In addition to its benefits in muscle wasting, ThGRF may indeed have a significant effect on 
slow-wave sleep. Consequently, we launched the first of two Phase Il clinical trials in early 2001. 
The objective of the first trial is to evaluate the safety and effect of ThGRF on sleep in healthy 
subjects. The second Phase II trial will assess these same elements on sleep quality and 
efficiency in patients with sleep maintenance insomnia, an age-related sleep disturbance 
characterized by disruptive sleep and awakenings during the night. 


Phase Il 


Phase III 


Phase | 


Product Preclinical 


and indications 


ThGRF 
COPD 
Hip fractures 
Sleep disorders 


Frail elderly 


AGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF 
RATIONS AND FINANCIAL CONDITION 


The following Management's Discussion and Analysis provides information on the activities of 

| Theratechnologies Inc. (“Theratechnologies” or the “Company”) on a consolidated basis and 

| a comparison of the financial position and operating results for the twelve-month periods ended 
November 30, 2000 (“2000”) and November 30, 1999 ("1999"). This information should be 
read in conjunction with the Consolidated Financial Statements and accompanying notes. 


Theratechnologies is a Canadian biopharmaceutical company engaged in the fields of therapeutic 
peptides and cell therapy. The Company's peptide program includes ThGRF, a growth hormone- 
releasing factor analogue, LAP (long acting peptides), a method which increases the resistance | 
of various peptides to enzymatic degradation, and ExoPep, a process aimed at the rapid design 
of peptides inhibiting G receptors. TRGRF may offer a solution in the treatment of muscle 
wasting observed in chronic obstructive pulmonary disease (COPD), hip fractures, the frail 
elderly, and in the treatment of sleep disorders. Theratechnologies’ cell therapy program focuses 
on Theralux™, an ex vivo photodynamic system aimed at the treatment of cancers affecting bone 
marrow, namely chronic myeloid leukemia (CML) and non-Hodgkin's lymphoma (NHL) as well as 
graft-versus-host disease (GvHD) and certain autoimmune disorders. 


In 2000, Theratechnologies accelerated its clinical development program for both core products. 
To this end, the Company filed five Investigational New Drug (IND) applications in different 
indications, four for ThGRF and one for Theralux™. Consequently, in the ThGRF arena, Phase I 
clinical trials began for COPD and hip fractures and a first of two Phase Il clinical trials began 
for sleep disorders. As for Theralux™, the Phase I/II trial for CML is ongoing and should be 
completed in 2001. A pivotal trial is underway for NHL, bringing this product one step closer 

to commercialization. The Company also launched preclinical studies to determine the potential 
of Theralux™ for the treatment of diseases of the immune system. 


In 2000, Theratechnologies signed another license agreement with Bioartificial Gel Technologies 
(B.A.G. Tech), extending the license granted in 1999 relating to its extraction process and 

the in vitro applications of its platelet-derived growth factor cocktail. The new agreement covers 
their in vivo use for therapeutic purposes in the areas of tissue engineering and wound healing. 
Theratechnologies intends to form other strategic alliances for the development and 
commercialization of other products included in its scientific portfolio. 


In fiscal 2000, Theratechnologies raised $43.6 million in various equity financings in order to 

fuel its accelerated clinical program and sustain its growth. Notable financial transactions include 
the acquisition of Pharma-G and its ExoPep platform technology, which allows for rapid design 

of peptide compounds. This acquisition strengthens Theratechnologies’ peptide portfolio and 
positions the Company among the key players in this field. The Company further enhanced its 


visibility through its addition to the TSE 300 Composite Index. Furthermore, analyst coverage 
increased significantly. 


A landmark event for Theratechnologies was the payment of a dividend in the form of shares 
in Ecopia BioSciences, a bacterial genomics company in which the Company holds an interest 
since its founding in January 1998. By its initial investment and involvement in Ecopia, 
Theratechnologies has created value for its shareholders. 


SUMMARY OF OPERATING, RESULTS 


Years ended November 30 


(in thousands of dollars, except per share amounts) 2000 1999 Variance (%) 
Revenues S$ 3,682 S #22 AGO 47.8 
Research and development expenditures, 

before tax credits and grants S 6,481 Su ae 37.5 
Loss before gain on investment in 

Ecopia BioSciences S$ (7,738) S (4,914) 575 
Gain on investment in Ecopia $ 13,532 = — — 
Net earnings (loss) S$ 5,794 S (4,882) — 
Loss per share before gain on investment 

in Ecopia S$ (.31) Si, <0: 24) 29.2 
Earnings (loss) per share SS) 024 S> (0:24) — 
Weighted average number of shares 

outstanding (in thousands) 24,615 20,700 18.9 
REVENUES 


Theratgchnologies’ consolidated revenues amounted to $3,682,000 for the year ended 
November 30, 2000, compared with $2,492,000 for the same period in 1999, an increase of 
47.8%. This increase results from interest revenues that are 129.7% higher than those of 1999. 
Other revenues (royalties, sales, technologies) have remained essentially the same. 


R&D ACTIVITIES 

Research and development (R&D) expenditures, before tax credits and grants, totalled 
$6,481,000 for the year ended November 30, 2000, compared to $4,713,000 in 1999. This 
increase is attributed to the beginning of new clinical trials and the filing of five IND requests. 
This increase in R&D expenditures will continue in 2001. 


GAIN ON INVESTMENT IN ECOPIA BIOSCIENCES 

Following various financial operations relating to the payment of the dividend in the form of 
Ecopia shares, the issue of shares by Ecopia to third parties as well as the exercise of warrants 
for the puchase of Ecopia shares held by Theratechnologies, the Company's interest in Ecopia 
was reduced to 21.48% at November 30, 2000, resulting in a gain on investment in a company 
of $13,532,000. As of July 2000, Theratechnologies ceased to account for its interest in Ecopia 
by using the proportionate consolidation method. This interest is now accounted for by using the 


equity method. 


OTHER EXPENDITURES 

General and administrative expenses, selling and market development expenses, cost of sales and 
patents amounted to $6,595,000 at November 30, 2000, compared to $4,088,000 for the same 
period in 1999. This increase results from the infrastructure deployed to support the Company's 
growth stemming from the acceleration of its clinical development program. 


NET INCOME 
The Company recorded, for the year ended November 30, 2000, a net earning of $5,794,000 


or $0.24 per share, compared to a loss of $4,882,000 or $0.24 per share for the same period 
in 1999. Theratechnologies recorded a loss, before gain on investment in Ecopia, of $7,738,000 
or $0.31 per share for the fiscal year ended November 30, 2000. 


November 30, 2000 and 1999 


(in thousands of dollars) 2000 1999 
Cash position (cash, cash equivalents and bonds) $ 55,110 Sre22 232 
Tax credits and grants receivable $ 1,843 Ss 1,109 
Investments in a company S$ 15,744 $ — 
Total assets S 84,428 $= 27,067 
Warrants $ 20,925 S — 
Capital stock and warrants S 106,367 S 58,275 
Shareholders’ equity § 59,160 S 24,940 


CASH POSITION AND FINANCIAL POSITION 

At November 30, 2000, the Company's cash position totalled $55,110,000 and tax credits and grants receivable amounted 
to $1,843,000, for a total amount of $56,953,000. At that date in 1999, its cash position reached $22,232,000, while tax 
credits and grants receivable amounted to $1,109,000, for a total of $23,341,000. During fiscal 2000, Theratechnologies 
proceeded with several share issues representing 5,213,496 common shares for a total cash consideration of $43,592,000, 
hence increasing substantially the Company's cash position. In addition, 500,000 shares were issued for a value of 
$7,500,000 as payment of Pharma-G. 


Investments in a company are represented by an interest in Ecopia accounted for by the equity method as well as an 
interest at cost. This interest of $10,800,000 is recorded at cost as it was acquired for delivery to the holder of the 
warrants which are presented as a long term liability. 


These warrants amounting to $20,925,000 correspond to the market value of Ecopia’s shares at the time of the listing of 
such shares on the Toronto Stock Exchange, which shares have to be delivered to the holder of the warrants upon the 
exercise of such warrants. A portion of the warrants were issued in 1999 for $3,000,000. At the time of the listing of 
Ecopia’s shares, these warrants were reclassified as a long term liability at said market value and the difference therefore 
recognized will eventually be recovered through the equivalent gain on disposal as a result of the exercise of the warrants. 


The increase in shareholders’ equity reflects the increase in capital stock following the various financing activities of 2000. 
Total assets amounted to $84,428,000 at November 30, 2000 compared with $27,067,000 at November 30, 1999. 


RISKS AND UNCERTAINTY 
The Company's operations involve certain risks and a degree of uncertainty which are inherent to the health care industry. 


The Company's future greatly depends on its ability to produce scientific breakthroughs, to successfully complete the various 
milestones of clinical development, to bring its new therapeutic products to market and to protect its commercial rights. 


The nature of research in the health care field and the cost of the clinical trials, which are required in order to obtain 
regulatory agencies’ approval of the products, require significant cash resources. The Company has begun clinical trials 
for its two lead products. Clinical trials evidently involve certain risks. 

VOLATILITY OF SHARE PRICE 


The market price of the Company's shares are subject to volatility. Differences between the Company's financial or 
scientific results and the expectations of securities analysts could have a significant impact on the trading price of the 
Company's shares. Changes in accounting standards could or could not have an impact on the presentation of the 
financial statements. 

HARBOR STATEMENT 


The matters discussed in this annual report and more specifically in this management's discussion and analysis of financial 
condition and results of operations are, by nature, forward-looking. For the reasons mentioned above and elsewhere in this 
annual report, as well as for other unforeseeable reasons, actual results may differ materially. 


MANAGEMENT'S REPORT ON FINANCIAL STATEMENTS 


The consolidated financial statements of Theratechnologies Inc. presented in the following pages and all information in this 
annual report are the responsibility of management and are subject to approval by the Board of Directors of the Company. 


These financial statements have been prepared by Management in accordance with accounting principles generally 
accepted in Canada. They include amounts based on judgment and estimates. The other financial information included in 
the annual report is consistent with that of the financial statements. 


In order to ensure accuracy and objectiveness of information included in the financial statements, the Company's 
management has designed internal accounting control systems. Management is of the opinion that internal accounting 
controls provide reasonable assurance regarding the adequacy of the accounting records for the preparation of the 
financial statements and the adequacy of the recording and safeguarding of assets. 


The Board of Directors exercises its responsibility for the financial statements included in this annual report, particularly 
through the Audit Committee. This Committee reviews the Company's annual consolidated financial statements and 
recommends its approval to the Board of Directors. KPMG, independent auditors designated by the shareholders, meet 
regularly with the Audit Committee to discuss audit activities, financial reporting matters and other related subjects. 


André de Villers Luc Tanguay 
President and Chief Executive Officer Senior Vice President and Chief Financial Officer 


Saint Laurent, Canada — February 2, 2001 


AUDITOR S' REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Theratechnologies Inc. as at November 30, 2000 and 1999 and the 
consolidated statements of earnings, deficit and cash flows for the years then ended. These financial statements are the 
responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements 


based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at November 30, 2000 and 1999 and the results of its operations and its cash flows for the years then 
ended in accordance with Canadian generally accepted accounting principles. 


KPHE ne 


Chartered Accountants 


Montréal, Canada — February 2, 2001 13 


CONSOLIDATED BALANCE SHEETS 


November 30, 2000 and 1999 


(in thousands of dollars) 2000 1999 
Assets 
Current assets: 

Cash and cash equivalents (note 4) S 1,355 S) 350 

Bonds 27,421 21,882 

Accounts receivable 527 — 420 

Tax credits and grants receivable 1,843 1,109 

Inventories and research supplies 754 SS 

Prepaid expenses : 314 413 

32,214 24,229 
Bonds 26,334 — 
Investments in a company (note 5) 15,744 — 
Property, plant and equipment (note 6) 1,470 648 
Other assets (note 7) 8,666 2,190 
$ 84,428 $ 27,067 
Liabilities and Shareholders’ Equity 
Current liabilities: 

Accounts payable and accrued liabilities $ 4,027 Suenos 
Deferred revenue 316 509 
Warrants (note 8) 20,925 — 
Shareholders’ equity: 

Capital stock (note 9) 106,367 b5iZ75 

Warrants — 3,000 

Deficit (47,207) (33,335) 

59,160 24,940 
Commitments (note 11) 
$ 84,428 S$ 27,067 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


Oye wai 


André de Villers 
Director 


EE D) aes) « 


SS 


Luc Tanguay 
Director 


CONSOLIDATED STATEMENTS OF EARNINGS 


Years ended November 30, 2000 and 1999 
(in thousands of dollars, except per share amounts) 2000 1999 
Revenues: 
Sales and research S$ 1.232 S 984 
Royalties, technologies and other 254 552 
Interest 2,196 956 
3,682 2,492 
Costs and expenses: 
Research and development 6,481 4,713 
Tax credits and grants (1,988) (1,395) 
4,493 3,318 
General and administrative 5,015 2,741 
Selling and market development 810 519 
Cost of sales 577 620 
Patents 193 208 
11,088 | 7,406 
Proportionate share in loss of a company under significant influence 332 — 
Loss before gain on investment in a company (7,738) (4,914) 
Gain on investment in a company (note 5) 13,532 — 
Earnings (loss) before tax credits for losses 5,794 (4,914) 
Tax credits for losses —_ 32 
Net earnings (loss) S$ 5,794 S (4,882) 
Earnings (loss) per share S 024-4 S (0.24) 
a a I‘ wr (EEE 
Fully diluted earnings per share - S 2 024 —. S) — 


See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENTS 0 .F DEFICIT 


November 30, 2000 and 1999 


(in thousands of dollars) 


Deficit, beginning of year 

Net earnings (loss) 

Dividend (note 5) 

Excess of fair value of warrants over carrying value (note 8 c)) 


Share issue costs 


Deficit, end of year 


See accompanying notes to consolidated financial statements. 


~ 2000 1999 

$ (33,335) § (27,943) 
5,794 | (4,882) 
(7,045) = 
(10,500) — 
12 (510) 
$047,200 =| $3,335) 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


November 30, 2000 and 1999 
(in thousands of dollars) 2000 1999 
Cash flows from operating activities: 
Net earnings (loss) $ 5,794 S$ (4,882) 
Adjustments for: 
Depreciation of property, plant and equipment 257 198 
Depreciation of other assets 396 278 
Amortization of deferred revenue (192) (192) 
Proportionate share in loss of a company under significant influence 332 — 
Gain on investment in a company LS (13,532) (235) 
(6,945) (4,833) 
Change in operating assets and liabilities: 
Interest receivable on bonds (584) (91) 
Accounts receivable (207) (219) 
Tax credits and grants receivable (1,042) (75) 
Inventories and research supplies (708) 296 
Prepaid expenses 61 (260) 
Accounts payable and accrued liabilities 2,408 We) 
(72) (170) 
(7,017) (5,003) 
Cash flows from financing activities: 
Share issue 43,592 NOR? 
Warrant issue 10,800 3,000 
Share issue costs (2,121) (510) 
Repayment of long-term debt (4) (169) 
52,267 12,893 
Cash flows from investing activities: 
Addition to property, plant and equipment (1,329) (274) 
Addition to other assets (167) (1,638) 
Acquisition of bonds (41,651) (21,955) 
Disposal of bonds 9,743 15,250 
Net proceeds on disposal of an investment in a company 200 246 
Proceeds on disposal of property, plant and equipment _ 8 
Investment in a company (10,800) — 
Acquisition costs of a subsidiary (105) — 
Cash and cash equivalents of Ecopia BioSciences inc. (136) = 
(44,245) (8,363) 
Net change in cash and cash equivalents 1,005 (473) 
Cash and cash equivalents, beginning of year 350 823 
Cash and cash equivalents, end of year s 350 


See accompanying notes to consolidated financial statements. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


1. ORGANIZATION AND BUSINESS ACTIVITIES 
The Company is incorporated under Part 1A of the Québec Companies Act. The Company's principal business activity 
is to carry out research and development in the field of health care and biotechnology. The Company's research 
focuses on two main therapeutic areas: the development of therapeutic peptides and cellular therapy. The Company 
also develops and commercializes products related to medical devices through a joint venture, and holds an 
investment in a company working in the field of bacterial genomics. 


2. SIGNIFICANT ACCOUNTING POLICIES 
a) Consolidation 
The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries 
as well as those of the joint ventures which are accounted for using the proportionate consolidation method 
whereby the Company's proportionate share of the revenues, expenses, assets and liabilities are consolidated. 
All significant intercompany transactions and balances have been eliminated. 


Since July 2000, the Company no longer exercises joint control over Ecopia BioSciences Inc. (“Ecopia”). The 
investment held in this company, which was then a joint venture, has been accounted for by the equity method 
since that date. 


b) Cash equivalents 
Cash equivalents are restricted to investments that are readily convertible into cash, having a term to maturity not 
exceeding three months and whose value is not likely to change significantly. These investments are recorded at cost. 


c) Bonds 
Bonds are stated at cost. Certain bonds are classified in current assets based on their maturity date or on 
management's estimate of cash flow requirements for the next year, and their cost approximates market value. 
These investments, which are made with institutions having a high credit rating, are readily convertible into cash. 


d) Inventories 
Work in progress and finished goods are valued at the lower of cost and net realizable value. Cost is determined 
using the first in, first out method. 


e) Property, plant and equipment 
Property, plant and equipment are stated at cost. Depreciation is provided using the following methods and annual 


rates: 

Asset Method Rate/period 
Machinery and equipment Declining balance 10 to 50% 
Leasehold improvements Straight-line Term of lease 


f ) Research and development . 
Research expenditures, net of related research tax credits and grants, are charged to earnings in the year in which 
they are incurred. Development expenditures, net of tax credits, if any, are capitalized when they meet the appropriate 
criteria for capitalization in accordance with generally accepted accounting principles. 


‘NO TOES To CONSOLIDATED FINANCIAL STATEMENTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


2. 


SIGNIFICANT ACCOUNTING POLICIES (continued) 


g) 


h) 


ph 


k) 


Other assets 
Other assets consist, namely, of the excess values related to the acquisition of a subsidiary and to an investment 
in a joint venture, deferred development costs and patent costs. 


The above-mentioned excess values represent the excess price paid over the value allocated to the identifiable 
net assets. These values relate to the intellectual property of said companies and are amortized over periods of 
5 and 20 years. 


The cost of the patents does not necessarily reflect their present or future value and the amount ultimately 
recoverable is dependent upon the successful commercialization of the related products. Amortization of patent 
costs is calculated over their estimated useful lives, varying from 5 to 17 years, using the straight-line method. 


Deferred development costs are amortized using the straight-line method over a period of 2 to 4 years, beginning 
in the year of commercialization. 


Management reviews unamortized costs annually based on comparable information or market analysis, and any 
impairment in value is charged to earnings, if appropriate. 


Deferred revenue 
Deferred revenue from the transfer of assets to a joint venture is amortized over a period of 5 years. 


Warrants 
Warrants under which the Company must deliver the shares it holds in Ecopia are stated at the fair value of the 
underlying shares to be delivered. 


The loss on changes in warrant value is deferred as a result of warrant revaluation, as Ecopia's shares to be 
delivered have been designated as a hedge for the warrants. This loss will be recognized in earnings during the 
year in which the underlying shares are transferred. 


Income taxes 

The Company uses the asset and liability method of accounting for income taxes. Future income tax assets and 
income tax liabilities are recognized in the balance sheet to account for the future tax consequences of timing 
differences between the respective accounting and taxable value of balance sheet assets and liabilities. As 
appropriate, a valuation allowance is recognized to decrease the value of tax assets to an amount that is more 
likely than not to be realized. Future income tax assets and income tax liabilities are measured using the income 
tax rates that are expected to apply when the asset is realized or the liability is settled. The effect of changes in 
income tax rates is recognized in the year during which these rates change. 


Revenue recognition 


The Company recognizes revenues from various research and technology agreements when the contracted 
services are provided and the various conditions, if any, are met. 


Government contribution 


The government contribution, which consists in research tax credits and grants, is applied against related 
expenses and cost of net asset acquired. The government contribution is recognized when there is reasonable 
assurance that the Company has met the requirements of the approved grant program or, with regard to tax 
credits, when there is reasonable assurance that they will be realized. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


2. SIGNIFICANT ACCOUNTING POLICIES (continued) 
m) Stock option plan 
The Company has established a stock option plan, as described in note 9 b). No charge is recognized for this plan 
when stock options are granted. Any consideration paid on the exercise of stock options is credited to capital stock. 


n) Use of estimates 
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. Significant items for which management must make estimates 
relate to the valuation and assessment of recoverability of research tax credits and patents, license costs and 
intellectual property. Reported amounts and note disclosure reflect the overall economic conditions that are most 
likely to occur and anticipated measures to be taken by management. Actual results could differ from those estimates. 


3. BUSINESS ACQUISITION 
On October 3, 2000, the Company acquired 100% of the outstanding shares of Pharma-G Inc., a company involved in 
the development of therapeutic compounds. 


This acquisition was accounted for using the purchase method, and the fair value of net assets acquired is 
summarized as follows: 


Total assets S™ 5226 
Total liabilities (341) 
Excess value related to inteliectual property acquired i420 
S 7,605 

Consideration: 
Share issue SP ar500 
Acquisition costs 105 
S 7,605 


4. CASH AND CASH EQUIVALENTS 


2000 1999 

Cash Ga iesoo S 245 
Short-term investments — 105 
S 1,355 S 350 


5. INVESTMENTS IN A COMPANY 


2000 1999 

Investment at cost (market value: $33,000) S$ 10,800 S = 
Investment at equity (market value: $48,670) 4,944 = 
$ 15,744 S a 


I —— 


During the year, the Company supported the initiatives taken to enable Ecopia to become a listed company on a 
recognized stock market. Following the filing of a final prospectus, Ecopia became a public company listed on the 


Toronto Stock Exchange. 
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‘NO TES TO CONSOLIDATED FINANCIAL STATEMENTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


5. INVESTMENTS IN A COMPANY (continued) 
As part of these initiatives, the Company conducted the following transactions: 


a) In connection with the warrant issue, as mentioned in note 8 b), the Company purchased units of Ecopia for 
an amount of $10,800. These units consist of 6,000,000 common shares and 2,000,000 warrants to purchase 
2,000,000 common shares, at a price of $2.25 per share, by April 2002. 


b) In consideration for the services provided in taking these initiatives, the Company received 1,200,000 common 
shares of Ecopia. 


c) Pursuant to the changes in Ecopia's shareholder agreement, the Company no longer exercises joint control 
over Ecopia. 


d) The Company delivered to its shareholders, by way of a dividend in kind, 3,913,958 common shares of Ecopia, 
and delivered 198,538 common shares of Ecopia to stock option holders. 


As a result of these transactions, the investment in Ecopia was recorded on an equity basis, except for the equity 
investment mentioned in a) and amounting to $10,800, which is recorded at cost as these shares were acquired 
to be delivered to the warrant holder, as mentioned in note 8 b). 


The Company recorded an unusual gain of $13,532 as a result of these transactions and the transfer of a portion of 
its investment to the warrant holder and the issue of shares by Ecopia to third parties. The Company also recorded 
a dividend of $7,045. 


In addition, certain of the holders of the Company's stock options could receive up to 78,190 additional common 
shares of Ecopia. 


As at November 30, 2000, in addition to the warrants mentioned in a) above, the Company held 14,849,174 common 
shares of Ecopia, having a stock market value of $81,670, and had pledged as security the number of underlying 
shares to be delivered as mentioned in note 8. 


6. PROPERTY, PLANT AND EQUIPMENT 


2000 
Accumulated 
depreciation Net book 
Cost and amortization value 
Machinery and equipment $ 1,675 S$ 586 $ 1,089 
| Leasehold improvements 395 14 381 
$ 2,070 $ 600 $ 1,470 
ee nS 
1999 
Accumulated 
depreciation Net book 
Cost — and amortization value 
Machinery and equipment Seo Se 514 S645 
Leasehold improvements 32 29 3 


Seatei9t $ 543 S) 648 
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NOTES TO CONSOLIDATED FUNAN CIAL STATEMENTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


he 


OTHER ASSETS 
2000 1999 
Intellectual property relating to: 
Acquisition of a subsidiary $ 7,656 S _ 
Investment in a joint venture —_ 1,216 
Patent costs 815 759 
Deferred development costs 195 215 
$ 8,666 $ 2,190 
————— et held ee ee 
WARRANTS 
2000 1999 
Warrants S$ 63,937 5) — 
Deferred loss (43,012) _ 
$ 20,925 S$ — 


i rr 


Warrants entitle the holder to purchase 11,625,000 common shares of Ecopia. The amount of $63,937 corresponds to 
the stock market value of Ecopia’s shares to be delivered by the Company, which was $5.50 as at November 30, 2000. 


The deferred loss corresponds to the difference between the fair value of $63,937 of the above warrants and the fair 
value of Ecopia’s shares, which was $1.80 per share at the time these shares were designated as a hedge for a total 
amount of $20,925. 


These warrants result from the following transactions: 


a) In May 1999, the Company issued 600,000 warrants to an institutional investor for a cash consideration of 
$3,000. These warrants entitled their holders to purchase 7,500,000 common shares of Ecopia held by the 
Company without any additional consideration if Ecopia proceeded with an initial public offering, or 200,000 
common shares of the Company if Ecopia did not proceed to a public offering before May 5, 2004, the expiry 
date of the warrants. 


b) In May 2000, the Company issued to the above-mentioned institutional investor, 540,000 warrants for a cash 
consideration of $10,800. Since Ecopia became a public company, the holder was entitled to purchase 6,000,000 
common shares of Ecopia held by the Company without any additional consideration by April 2002. 


c) During the issue mentioned in b) above, the terms and conditions of warrants issued in 1999 were changed 
to make them similar to those relating to warrants issued in 2000. Consequently, warrants issued in 1999 were 
reclassified under liabilities, and the excess of $10,500 between the fair value of the underlying shares upon listing 
of Ecopia on the Toronto Stock Exchange and the carrying value was recorded under deficit. 


d) In October 2000, the warrant holder received 1,875,000 common shares of Ecopia upon the exercise of the warrants. 
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‘TES TO CONSOLIDATED FINANCIAL STATEMENTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


9. CAPITAL STOCK 


2000 1999 
Authorized in unlimited number and without par value: 
Common shares 
Preferred shares issuable in one or more series 
Issued: 
27,458,597 common shares (1999 - 21,745,101) $106,367 $55,275 
a) Changes in the issued and outstanding capital stock were as follows: 
Number Dollars 
Balance as at November 30, 1998 19,710,001 S 44,703 
Shares issued pursuant to offerings 2,015,100 10,500 
Shares issued pursuant to the exercise of stock options 20,000 72 
Balance as at November 30, 1999 21,745,101 55,215 
Shares issued upon exercise of warrants 1,223,015 6,893 
Shares issued pursuant to a business acquisition 500,000 7,500 
Shares issued upon exercise of stock options 391,391 1,907 
Shares issued pursuant to offerings 3,599,090 34,792 
Balance as at November 30, 2000 27,458,597 $106,367 


Except for shares issued pursuant to a business acquisition, all shares were issued for a cash consideration. 


As at November 30, 2000, outstanding warrants and options granted, other than options granted under the stock 
option plan, were as follows: 


i) 200,000 warrants to purchase 200,000 common shares at a price of $15 per share and expiring in October 
2005. Fifty percent of the warrants can be exercised as of October 2001 and the balance, as of October 2002. 


ii) 196,903 options to purchase 196,903 common shares at a price of $8.60 per share until May 2001 and at a 
price of $9.50 per share between May and November 2001. 


b) Stock options 
The Company has established a stock option plan under which it can grant to its directors, officers, employees, 
researchers and consultants non-transferable options for the purchase of common shares. The exercise date of 
an option may not be later than 10 years after the date it is granted. A maximum number of 2,500,000 options 


can be granted under the plan. Certain options vest upon the discovery of a marketable product and the closing 
of a commercialization agreement. 
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NOTES TO CONSOLIDATED FINANCIAL STATEME-NTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


9. CAPITAL STOCK (continued) 
b) Stock options (continued) 
Changes in the number of options outstanding during the past two fiscal years were as follows: 


Weighted average 
exercise price 


Options per share 
Number of options as at November 30, 1998 1,537,000 S 5.19 
Granted 477,000 5.06 
Exercised (20,000) 3.60 
Number of options as at November 30, 1999 1,994,000 St7 
Granted 285,000 1276 
Exercised (391,391) 4.87 
Cancelled (147,709) 4.98 
Number of options as at November 30, 2000 1,739,900 S$: 6,50 

The following table provides stock option information as at November 30, 2000: 
Options outstanding Exercisable options 

Weighted 
average Weighted Weighted 
Number of remaining average Number of average 
options life exercise options exercise 
Price range outstanding (years) price exercisable price 
S2Ro -S) <6 188,400 5.45 Ses 178,401 S sey 
S'3:/6- S 4.60 592,000 6.26 4.48 577,000 4.49 
Si4.61.-S 6.00 474,500 4.72 5.44 368,832 Spee 
$6.01 S 10.75 345,000 7.62 9.55 230,000 8.95 
$10.76 - $ 15.00 140,000 9.83 15.30 — = 
1,739,900 1,354,233 


c) Earnings or loss per share . 
The weighted average number of outstanding shares for the purposes of calculating earnings or loss per share 


and fully diluted earnings per share is as follows: 


2000 ES) 
Earnings or loss per share 24,615,315 20,700,131 
26,895,969 — 


Fully diluted earnings per share 
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CONSOLIDATED FINANCIAL STATEMENTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


10. 


INCOME TAXES 
Items relating to income taxes are as follows : 
2000 1999 
Earnings (loss) before tax credits for losses S$ 5,794 S (4,914) 
Basic income tax rate 38% 38% 
Computed income tax provision (recovery) 2,202 (1,881) 
Increase (decrease) in income taxes resulting from: 
Unrecorded potential tax benefit of current period losses — 2,052 
Non-taxable items (1,075) (203) 
Net use of unrecorded tax assets and other items (1,127) — 
$ = Sy Gy) 


The tax incidence of timing differences resulting in significant portions of future income tax assets is as follows: 


2000 1999 
Future income tax assets: 
Losses carry forward $ 1,520 S 4,937 
Unused research and development expenses 9,054 9,693 
Unused tax credits 6,478 5,301 
Share issue costs 693 472 
Warrants 2,210 — 
Available deductions and other 159 
20,114 20,543 
Future income tax liabilities: 
Property, plant and equipment (129) (208) 
Intellectual property (2,375) a 
Investments (1,340) — 
16,270 20,335 
Less provision (16,270) (20,335) 
Future income tax assets, net $ = $ = 


In estimating the realization of future income tax assets, management considers whether a portion or all future tax 
assets is more likely than not to be realized. Realization is subject to future taxable income and development of a tax 
planning strategy. As the Company is a development stage enterprise, the realization of its future income tax assets is 
dependent upon the successful commercialization of its products and technologies. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


10. 


INCOME TAXES (continued) 
As at November 2000, the Company had available the following deductions and losses: 
Federal Provincial 

Research and development expenses, without time limitation S$) 24527 S 41,414 
Losses carried forward, until: 
2003 S 329 S 329 
2004 841 842 
2005 745 —_ 
2006 PMS 628 
2007 819 809 

S 5,510 S 2,608 


Unused tax credits: 


2001 5 Ais 
2002 2,058 
2003 29 
2004 984 
2005 973 
2006 487 
2007 640 
2008 680 
2009 537 
2010 818 
S 9,389 
Share issue costs Su.2o4 See.2o4 
Excess of carrying value of property, 
plant and equipment over tax value (414) (421) 
Available deductions related to warrants 8,888 8,888 
Other 350 269 


Unused expenditures of $2,077, at the federal level, and of $7,792, at the provincial level, as well as federal tax 
credits of $2,183 and $2,058 expiring in 2001 and 2002 respectively are subject to certain restrictions as to their use 
pursuant to the corporate reorganization which took place in 1993. 


. COMMITMENTS 


a) Rental of premises i 
The Company rents premises under an operating lease expiring in March 2010. The minimum payments required 


under the terms of the lease are as follows: 


2001 S725 
2002 7139 
2003 be 
2004 765 
2005 3.535 
Thereafter : 
SAB 


a ne 
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CONSOLIDATED FINANCIAL STATEMENTS 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


alt 


WP 
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COMMITMENTS (continued) 
In addition, the Company issued an irrevocable letter of credit amounting to $729, along with a first rank movable 
hypothec, except as regards to lending institutions, of $1,150 covering the Company's tangible assets located 
in the rented premises. The contract comprises progressive reduction clauses with respect to the amount of the 
letter of credit beginning on the fourth year and an option for the purchase of the land and building. 


In 2000, part of the premises was used by Ecopia and Andromed Inc., and an amount of $338 was applied against 
rental expenses in the consolidated statements of earnings. 


b) Grant 
Under the terms of an agreement entered into in 1999 with Technology Partnerships Canada, the Company 
accepted to receive a financial contribution over a four-year period of up to $4,600 for clinical trials and 
commercialization of the photodynamic treatment of cancers manifested in bone marrow. The Company is 
committed to pay a royalty based on the gross revenues it will generate from the commercialization of this 
treatment until 2007. This period can be extended until 2017 if the cumulative amount of royalties does not 
reach the amount established under the terms of the agreement. 


LICENSES 

The Company has various exclusive licenses to market or commercialize intellectual property from research activities 
performed by certain research facilities. Under these licenses, the Company is committed to pay royalties on the net 
sales of the products commercialized by the Company, or, if applicable, on the amounts received from sub-licenses, 
subject to the application of the conditions and clauses of such agreements. 


FINANCIAL INSTRUMENTS 

The Company has determined that the carrying value of its short-term financial assets and liabilities, including cash 
and cash equivalents, bonds, accounts receivable, receivable tax credits and grants as well as accounts payable and 
accrued liabilities, approximates fair value because of the relatively short periods to maturity of these instruments. 


Long-term bonds are comprised of financial instruments from municipal and paragovernmental bodies as well as from 
companies with a high credit rating. These instruments bear interest at rates varying between 4.7% and 7.9% and 
maturing at various dates over the next four fiscal years. 


The stock exchange value of the investments held in a company is disclosed in note 5. The value of warrants under 
the terms of which the Company must deliver shares of Ecopia is disclosed in note 8. 


SEGMENTED INFORMATION AND JOINT VENTURES 


The Company has three segments of activities: therapeutic research, development and commercialization of products 
related to medical devices and specialized research based on a genomic bacterial approach. 


Therapeutic research is carried out by Theratechnologies Inc. and its subsidiaries, whereas the medical devices 
activities are performed by Andromed Inc., a joint venture in which the Company holds a 50% interest. Specialized 
research based on a genomic bacterial approach was conducted by Ecopia, a joint venture, until July 2000. Since 
that date, the investment in Ecopia is recorded on an equity basis. 


The Company's reportable segments are strategic operating units which focus on research and development 
activities and the commercialization of innovative products dedicated to the healthcare and biotechnology industries. 
They are managed separately because each segment requires different technologies and marketing strategies. 


The accounting policies of the segments are the same as those described in the summary of significant 
accounting principles. 


NOTES TO 


CONSOLIDATED 


Years ended November 30, 2000 and 1999 


(in thousands of dollars, except per share amounts) 


FINANCIAL 


STATEMENTS 


14. SEGMENTED INFORMATION AND JOINT VENTURES (continued) 
The following schedules contain the segmented information as well as the information related to the joint ventures: 


2000 
Intersegment 
Therapeutic Medical Genomic adjustments and 
research devices bacterial eliminations Total 
Revenue from external customers S 40 Sieli232 S = S ey S 1,464 
Intersegment revenues 43 = =e (21) 22 
Depreciation and 
amortization 295 100 50 208 653 
Other charges 9,423 1,048 285 (321) 10,435 
Net earnings (net loss) (6,922) 108 (639) 13,247 5,794 
Capital expenditures 1,183 70 76 — 1,329 
Current assets 31,419 795 — — 32,214 
Long-term assets 36,212 258 15,744 —— 52,214 
Current liabilities 3,837 190 = — 4,027 
Cash flows: 
Operations (6,691) 220 (372) (174) (7,017) 
Investment (44,604) (76) 398 37 (44,245) 
Financing 52,271 — (4) — 52,267 
1999 
Intersegment 
Therapeutic Medical Genomic adjustments and 
research devices bacterial eliminations Total 
Revenue from external customers S$ 344 S 970 S) — SS FA© Se ip524 
Intersegment revenues 24 — — (12) 12 
Depreciation and 
amortization 187 88 66 1S 476 
Other charges 5,675 15118 206 (101) 6,898 
Net loss (net earnings) (4,489) (234) (234) 75 (4,882) 
Capital expenditures 146 4 38 86 274 
Current assets 22,410 447 1,469 (97) 24,229 
Long-term assets te tdar 281 224 216 2,838 
Current liabilities 1,381 25M 108 (128) 1,618 
Cash flows: 
Operations (4,795) (29) (179) — (5,003) 
Investment (7,226) (18) (1,119) — (8,363) 
Financing 114883 — 1,060 — 12,893 
SUPPLEMENTAL CASH FLOW INFORMATION 
2000 1999 
Tax credits received 726 S pe 


Interest paid 


IMterest pa 


In 2000, the Company conducted the following transactions not involving cash: 


Business acquisition by way of a share issue 
Payment of Ecopia’s shares by way of a dividend 


Distribution of Ecopia's shares to stock option holders 
Delivery of Ecopia's shares upon exercise of warrants 
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